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$UJHQWLQDLVUDQNHGDVRQHRIWKHPRVWFRUUXSWFRXQWULHVLQ6RXWK$PHULFDDOWKRXJKLWLV
DOVRWKHIRXUWKODUJHVW)RUHLJQ'LUHFW,QYHVWPHQWUHFLSLHQW:HDLPWRVWXG\WKHUROHRI
FRUUXSWLRQ LQDWWUDFWLQJ)', WKURXJKDQHPSLULFDODQDO\VLVE\H[SORLWLQJDGDWDEDVH LQ
ZKLFK WZR DOWHUQDWLYH PHDVXUHV RI EXVLQHVV FOLPDWH DUH LQFOXGHG WKH &RUUXSWLRQ
3HUFHSWLRQV,QGH[&3,DQGWKH,QGH[RI(FRQRPLF)UHHGRP(),2XUUHVXOWSURYLGHV
HYLGHQFHWKDWWKHKLJKOHYHORIFRUUXSWLRQLQ$UJHQWLQDGRHVQRWLQIOXHQFHLWVLQZDUG)',
QHJDWLYHO\EHFDXVH)',PRVWO\FRQFHQWUDWHVRQWKHH[SORLWDWLRQRIQDWXUDOUHVRXUFHV
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
&RUUXSWLRQLQWHQGLQJDVDQREVWDFOHWREXVLQHVVLVUDPSDQWDURXQGWKHZRUOGDIIHFWLQJ
ERWKWKHSXEOLFDQGSULYDWHVHFWRUIURPEXVLQHVVHVSROLWLFDOSDUWLHVDQGSXEOLFRIILFLDOV
WRSROLFHPHGLDDQG MXGLFLDO LQVWLWXWLRQV ,QDORQHRXWRISHRSOHZRUOGZLGH
UHSRUWHGKDYLQJSDLGDEULEHLQWKHSDVWPRQWKV+DUGRRQ	)LQQ
%ULEHSD\LQJQHSRWLVPDQGODFNRIUHJXODWRU\HQIRUFHPHQWDUHVRPHRIWKHPRVWREYLRXV
PDQLIHVWDWLRQVRIFRUUXSWLRQDURXQGWKHJOREHGHFUHDVLQJWKHTXDOLW\RIOLIHRILQGLYLGXDOV
DQG LQFUHDVLQJ WKHFRVWVRI WKRVHGRLQJEXVLQHVV2YHUKDOIRI WKHEXVLQHVVH[HFXWLYHV
VXUYH\HGLQE\7UDQVSDUHQF\,QWHUQDWLRQDOUHSRUWHGPRUHWKDQDLQFUHDVHLQ
WKHLUEXVLQHVVFRVWVGXHWRWKHHIIHFWVRIFRUUXSWLRQ7KLVDODUPLQJLQFUHDVHLQFRVWVLVSDUW
RI WKH UHDVRQZK\ VHQLRU H[HFXWLYHV KDYH UHJXODUO\ GHFODUHG FRUUXSWLRQ LQ WKH SULYDWH
VHFWRUDVDJUHDWHUSUREOHPIRUEXVLQHVVRSHUDWLRQV WKDQ WKH MXGLFLDODQG LQIUDVWUXFWXUH
SUREOHPVLQDFRXQWU\=LQQEDXHU	'REVRQ
,QYLHZRIWKHVHILJXUHVDQGVWXGLHVZHFDQUHPDUNWKDWFRUUXSWLRQLVDQLPSRUWDQWIDFWRU
RIWKHEXVLQHVVFOLPDWHRIDFRXQWU\ZKLFKWXUQVRXWWREHDFUXFLDOGHWHUPLQDQWRI)RUHLJQ
'LUHFW ,QYHVWPHQW 7KLV LV EHFDXVH JRRG UXOHV DQG UHJXODWLRQV LQ IRUHLJQ FRXQWULHV
PRWLYDWHPXOWLQDWLRQDOVWRLQYHVWDEURDG0RWWDOHE	.DOLUDMDQ
,QOLJKWRIWKLVLWLVQRWDVXUSULVHWKDWFRUUXSWLRQKDVUHJXODUO\EHHQOLQNHGWRGHWHUULQJ
HIIHFWVRQLQZDUG)RUHLJQ'LUHFW,QYHVWPHQWJLYHQWKHDGGLWLRQDOFRVWLWVXSSRVHVZKHQ
GRLQJEXVLQHVV:HL
*LYHQ WKDW)RUHLJQ'LUHFW ,QYHVWPHQW )', LV DQ LPSRUWDQW IDFWRU FRQWULEXWLQJ WR WKH
JURZWKRIHFRQRPLHV0DXURFRUUXSWLRQKDVEHHQDQLVVXHRIJURZLQJFRQFHUQ
ZLWKQXPHURXVVWXGLHVDQDO\]LQJWKHUHODWLRQVKLSDQGWKHHIIHFWVWKDWFRUUXSWLRQKDVRQ
)',DURXQGWKHJOREH5REHUWVRQ	:DWVRQ
2QHRIWKHFRXQWULHVZLWKLPSRUWDQWLQIORZVRI)',DQGDWWKHVDPHWLPHKLJKOHYHOVRI
FRUUXSWLRQLV$UJHQWLQD
$UJHQWLQD LV FXUUHQWO\ UDQNHG DV WKH WKLUG PRVW FRUUXSW FRXQWU\ LQ 6RXWK $PHULFD
DFFRUGLQJ WR WKH &RUUXSWLRQ 3HUFHSWLRQV ,QGH[ &3, E\ 7UDQVSDUHQF\ ,QWHUQDWLRQDO
DOWKRXJKLW LVDOVR WKHFRXQWU\ZLWK WKHIRXUWKKLJKHVW LQZDUG)',VWRFNLQ WKHUHJLRQ
'HVSLWH QXPHURXV FRQWULEXWLRQV RQ WKH HIIHFWV RI $UJHQWLQD¶V SROLF\ FRQWH[W DQG WKH
LQIOXHQFHWKHVHKDYHKDGRQLQZDUG)',QRVSHFLDOIRFXVKDVEHHQJLYHQRQWKHHIIHFWV
WKDWFRUUXSWLRQ LVKDYLQJRQ)', LQWKLVFRXQWU\:HDLPWRFRQWULEXWH WR OLWHUDWXUHE\
 ͷ
DQDO\]LQJKRZFRUUXSWLRQ LV DIIHFWLQJ LQZDUG)', LQ$UJHQWLQD DQG LI LW LV LQ HIIHFW D
QHJDWLYHGHWHUPLQDQWIRULQZDUGLQYHVWPHQW
8VLQJ GDWD IURP $UJHQWLQD EHWZHHQ  ZH DLP WR HVWDEOLVK WKH HIIHFW WKDW
FRUUXSWLRQKDVRQLQZDUG)',LQWKH$UJHQWLQHHFRQRP\DQGLILWVLQZDUG)',LVDIIHFWHG
QHJDWLYHO\E\WKHLQFUHDVHRIFRUUXSWLRQDVUHFHQWVWXGLHVVXJJHVW&DVWUR	1XQHV
:HL
7KHSUHVHQWSDSHULVGLYLGHGLQWRVHFWLRQVZKLFKFRYHUWKHWKHRUHWLFDOEDFNJURXQGDQG
DQDO\VLV RI FXUUHQW OLWHUDWXUH WKH FRQWH[W RI $UJHQWLQD DV RXU FRXQWU\ RI IRFXV WKH
PHWKRGRORJ\XVHGRXUHPSLULFDODQDO\VLVDQGILQDOO\RXUUHVXOWV
7KH ILUVW VHFWLRQ HQFRPSDVVHV WKH WKHRUHWLFDO EDFNJURXQG GHILQLQJ )', DQG LWV
GHWHUPLQDQWVH[DPLQLQJWKHUHFHQWOLWHUDWXUHUHODWHGWRWKHVXEMHFWDQGLQWURGXFLQJDEULHI
RXWOLQHRIZKDWFRUUXSWLRQLVDQGWKHPDLQK\SRWKHVHVVHWIRUWKE\UHVHDUFKHUVUHJDUGLQJ
LWVHIIHFWVRQ)',7KHVHFRQGVHFWLRQSURYLGHVDEULHIRXWOLQHRIWKHVLWXDWLRQRI$UJHQWLQD
LQWKHLQWHUQDWLRQDOHFRQRPLFFRQWH[WDQGLWVUHOHYDQFHIRUWKLVVWXG\$QH[SODQDWLRQRI
WKHPHWKRGRORJ\DQGGDWDEHLQJXVHG LV VHW IRUWK LQ WKH WKLUG VHFWLRQZKLOH WKH IRXUWK
VHFWLRQDQDO\]HVWKHHIIHFWVRIFRUUXSWLRQRQ)',LQ$UJHQWLQD7KHILQDOVHFWLRQVHWVIRUWK
RXUFORVLQJFRQFOXVLRQVUHJDUGLQJWKHUHVXOWVRIRXUHPSLULFDODQDO\VLV
2XU VWXG\ ILQGV HPSLULFDO HYLGHQFH WKDW FRUUXSWLRQ GRHV QRW LPSDFW $UJHQWLQD¶V )',
LQIORZVQHJDWLYHO\FRQWUDU\ WR WKHPDLQVWUHDP WKHRU\7KLV LV LQSDUWGXH WR WKH ODUJH
LQIORZVRI)',UHODWHGWRWKHH[WUDFWLRQRIQDWXUDOUHVRXUFHVLQWKLVFRXQWU\ZKLFKDUHQRW
DIIHFWHGQHJDWLYHO\E\FRUUXSWLRQGXHWRWKHLQWHUQDWLRQDOVFDUFLW\RIWKHVHUHVRXUFHV

)',	&255837,21

)RUHLJQ'LUHFW ,QYHVWPHQW )', LVGHILQHGE\ WKH ,0)DVDQ LQWHUQDWLRQDO LQYHVWPHQW
PDGHWRREWDLQDODVWLQJLQWHUHVWLQDUHVLGHQWHQWLW\RIDQHFRQRP\WKDWGLIIHUVIURPWKH
HFRQRP\RI WKH LQYHVWRU)', WDNHV SODFHZKHQ DQ LQYHVWRU RZQV DW OHDVW RI WKH
IRUHLJQHQWLW\KHLVLQYHVWLQJLQ,QWHUQDWLRQDO0RQHWDU\)XQG
0DUNXVHQ0HOYLQ.DHPSIHU	0DVNXVDOVRGHVFULEH)',DV³DQLQYHVWPHQWLQ
ZKLFKWKHLQYHVWRUDFTXLUHVDVXEVWDQWLDOFRQWUROOLQJLQWHUHVWLQDIRUHLJQILUPRUVHWVXSD
VXEVLGLDU\ LQ D IRUHLJQ FRXQWU\ )', LQYROYHV RZQHUVKLS DQGRU FRQWURO RI D EXVLQHVV
HQWHUSULVHDEURDG´
 ͸
2YHUWKHSDVWGHFDGH)',LQIORZVKDYHH[SHULHQFHGDVKDUSLQFUHDVHZLWKZRUOGZLGH
LQIORZVRI)',VWRFNULVLQJDQLPSUHVVLYHEHWZHHQDVUHSRUWHGE\
GDWDIURPWKH8QLWHG1DWLRQV81&7$')LJXUH

)LJXUH:RUOGLQZDUG)',VWRFN

6RXUFH81&7$'

$FFRUGLQJ WR WKH8QLWHG1DWLRQVDQG WKH2(&'ZRUOGZLGH)', LQIORZVKDGDQ
HVWLPDWHGLQFUHDVHLQULVLQJWRDSSUR[LPDWHO\WULOOLRQ81&7$'	2(&'
(GLWRUV7KLVVXUJHLQ)',WRRNSODFHLQWKHWKUHHPDLQHFRQRPLFJURXSLQJVULVLQJ
  DQG  LQ GHYHORSLQJ GHYHORSHG DQG WUDQVLWLRQ HFRQRPLHV UHVSHFWLYHO\
81&7$'

'HWHUPLQDQWVRI)',

,QWKLVVHFWLRQZHIRFXVRQDVHULHVRIGHWHUPLQDQWVRI)',RUJDQL]HGLQWKUHHJURXSV
:LWK)',JDLQLQJ LPSRUWDQFHDQGPRPHQWXPNQRZLQJZKLFKGHWHUPLQDQWVDUH WDNHQ
LQWRDFFRXQWE\LQYHVWRUVZKHQGHFLGLQJZKHWKHURUQRWWRLQYHVWLQDIRUHLJQFRXQWU\LV
FUXFLDO IRU DQ\ HFRQRP\ ZLVKLQJ WR LQFUHDVH )', LQIORZV (DFK RI WKHVH JURXSV RI
GHWHUPLQDQWVPD\DIIHFW)',WRD ODUJHURUOHVVHUH[WHQWDFFRUGLQJWRWKHQDWXUHRI WKH
LQZDUG)',WKDWLVWDNLQJSODFHZKHWKHULWLVYHUWLFDORUKRUL]RQWDO
,WLVLPSRUWDQWWRQRWHWKHGLIIHUHQFHEHWZHHQYHUWLFDODQGKRUL]RQWDO)',ZKHQDQDO\]LQJ
WKH GHWHUPLQDQWV PRWLYDWLQJ IRUHLJQ LQYHVWPHQW +RUL]RQWDO )', WDNHV SODFH ZKHQ D
 ͹
FRPSDQ\LQYHVWVLQDIRUHLJQILUPWKDWRSHUDWHVLQWKHVDPHLQGXVWU\WRJDLQPDUNHWVKDUH
LQWKHKRVWFRXQWU\DQGYHUWLFDO)',RFFXUVZKHQDPXOWLQDWLRQDOLQYHVWVLQILUPVUHODWHG
WRWKHSURGXFWLRQSURFHVVRILWVSURGXFWXVXDOO\LQRUGHUWRGHFUHDVHWKHFRVWRISURGXFWLRQ
DQGIXUWKHUH[SRUWWKHJRRGVWKH\SURGXFH:DOVK	<X
$OWKRXJKLQYHVWRUVPD\KDYHGLIIHUHQWPRWLYDWLRQVWKDWKHOSWKHPGHFLGHZKHUHWRLQYHVW
DEURDG GHSHQGLQJ RQ WKH W\SH RI LQYHVWPHQW WKH\ DUH XQGHUWDNLQJ PRVW ILUPV SUHIHU
LQYHVWLQJLQFRXQWULHVZLWKORZHUULVNDQGXQFHUWDLQW\WRPDNHVXUHWKH\JHWWKHH[SHFWHG
UHWXUQV
,QYHVWRUVZLVKLQJWRLQYHVWDEURDGWHQGWRH[DPLQHWKHEXVLQHVVFOLPDWHRIDKRVWFRXQWU\
EHIRUHHQJDJLQJLQ)',WRNQRZWKHOHYHORIXQFHUWDLQW\DQGULVNWKHUHLQZKLFKLQFOXGHV
WKHOHYHORIFRUUXSWLRQ7KLVLVGXHWRWKHIDFWWKDWLWLVHDVLHUWRJDLQSURILWVLQDQHFRQRP\
ZLWKDEXVLQHVVIULHQGO\HQYLURQPHQWDQGORZOHYHOVRIFRUUXSWLRQUHGXFLQJWKHULVNDQG
XQFHUWDLQW\RILQYHVWPHQW*RXGLH	6WDVDYDJH
$OWKRXJKPDQ\YDULDEOHVKDYHEHHQWHVWHGWRILQGWKHLUUHODWLRQVKLSZLWK)',QRWDOOKDYH
EHHQ IRXQGVLJQLILFDQW LQDIIHFWLQJ LQYHVWPHQW ,Q WKH IROORZLQJVHFWLRQVZHGHWDLO WKH
PDLQGHWHUPLQDQWVRI)',IRXQGVLJQLILFDQWLQOLWHUDWXUHZKDWWKH\UHSUHVHQWDQGDEULHI
UXQGRZQRIKRZWKHVHYDULDEOHVRIDFRXQWU\LQIOXHQFH)',7KURXJKDVWXG\RI/DWLQ
$PHULFDQ FRXQWULHV 6iQFKH]0DUWtQ 'H $UFH 	 (VFULEDQR  LGHQWLILHG WKUHH
JURXSV RI YDULDEOHV DV WKH PDLQ GHWHUPLQDQWV IRU )', LQIORZV ,QIUDVWUXFWXUH
PDFURHFRQRPLFDQGLQVWLWXWLRQDOYDULDEOHVZKLFKLQFOXGHVWKHEXVLQHVVFOLPDWH

2.1.1. Macroeconomic variables 
 
0DFURHFRQRPLFYDULDEOHVDUHWKRVHWKDWLQGLFDWHWKHHFRQRPLFWUHQGVRIDFRXQWU\VXFK
DV JURZWK ZKLFK FDQ HQFRXUDJH LQYHVWPHQW ZKHQ WKHUH LV D JURZLQJ DQG H[SDQGLQJ
PDUNHWLQDIRUHLJQFRXQWU\7KHPDLQPDFURHFRQRPLFYDULDEOHVVWXGLHGWKDWKDYHIRXQG
HPSLULFDO HYLGHQFH DIIHFWLQJ ERWK YHUWLFDO DQG KRUL]RQWDO )', LQFOXGH*'3*'3SHU
FDSLWD*'3JURZWKDQGRSHQQHVVWRWUDGH
0RWWDOHE	.DOLUDMDQ  DVZHOO DV<X	:DOVK  REWDLQHG HFRQRPLFDOO\
VRXQGUHVXOWVWKDWSRLQWHGWRZDUGDQLQFUHDVHLQ)',IRUFRXQWULHVZLWKDKLJKHUGHJUHHRI
WUDGHRSHQQHVVJURZWKDQGWKHPDUNHWVL]HRIWKHLUHFRQRP\PHDVXUHGE\LWV*'3RU
*'3SHUFDSLWDVLQFHH[SDQGLQJPDUNHWVDUHPRUHDWWUDFWLYHDQGSURILWDEOHIRULQYHVWRUV
0RWWDOHE	.DOLUDMDQSURYHGWKLVSRVLWLYHHIIHFWRIPDFURHFRQRPLFYDULDEOHVRQ
 ͺ
)',WKURXJKDSDQHOGDWDVWXG\RIGHYHORSLQJFRXQWULHVLQ/DWLQ$PHULFD$VLDDQG
$IULFDIRUWKHSHULRGEHWZHHQ
0DUNHWVL]HXQGHUVWRRGDVWKHSRWHQWLDOPDUNHWRIDQHFRQRP\LVW\SLFDOO\PHDVXUHGE\
LWV*'3RU*'3SHU FDSLWDZKLOH JURZWK SRWHQWLDO LVPRVW FRPPRQO\PHDVXUHG E\ D
FRXQWU\¶V*'3JURZWK0RVWVWXGLHVXSWRGDWHDJUHHWKDWDFRXQWU\¶VPDUNHWVL]HDQG
JURZWKSRWHQWLDOKDYHDSRVLWLYHHIIHFWRQ)',LQIORZVJLYHQWKDWDODUJHUPDUNHWVL]HDQG
LQFUHDVHG GHPDQG RI D FRXQWU\PRWLYDWHV )', GXH WR WKH KLJKHU SURILW SRWHQWLDO DQG
RSSRUWXQLWLHVIRUVFDOHHFRQRPLHVLQWKHKRVWFRXQWU\0DWKXU	6LQJK0RWWDOHE
	.DOLUDMDQ:DOVK	<X
7UDGHRSHQQHVV LQWHQGLQJDVDQDGYRFDWHIRUJURZWKHIILFLHQF\DQGORZHUSULFHVKDV
FRPPRQO\EHHQPHDVXUHG LQVWXGLHVDV WKHVXPRI LQIORZVDQGRXWIORZVRIDFRXQWU\
$OWKRXJK WKHUHDUHGLIIHUHQWRXWFRPHVRI WKHVH UHSRUWV W\SLFDOO\PRUH WUDGHRSHQQHVV
UHVXOWV LQPRUH)',HVSHFLDOO\FRQFHUQLQJYHUWLFDO)',DQGZKHQLQYHVWRUVDUH WDNLQJ
DGYDQWDJHRIORZZDJHVIRUSURGXFWLRQDVPRUHRSHQQHVVPDNHVLWHDVLHUIRUDQLQYHVWRU
WRLPSRUWPDWHULDOVQHHGHGIRUSURGXFWLRQLQDIRUHLJQFRXQWU\DVZHOODVH[SRUWWKHVH
SURGXFWV IURP WKH KRVW FRXQWU\ WR VHOO WKHP DEURDG 0RWWDOHE 	 .DOLUDMDQ 
1XQQHQNDPS	6SDW]:DOVK	<X7KXVVDLGRSHQQHVVWRWUDGHLVQRWDV
LPSRUWDQWIRUKRUL]RQWDO)',ZKHQWKHLQYHVWRUV¶DLPLVWRVHUYHWKHORFDOPDUNHW,QDQ
HPSLULFDO DQDO\VLV WDNLQJ GDWD IURP D ODUJH QXPEHU RI GHYHORSLQJ FRXQWULHV EHWZHHQ
1XQQHQNDPS	6SDW]IRXQGWKDWWUDGHRSHQQHVVLVDQHVVHQWLDOIDFWRU
IRU HIIHFWLYH )', LQIORZV HVSHFLDOO\ IRU HIILFLHQW )', WKDW LPSURYHV WKH JURZWK RI D
FRXQWU\

2.1.2. Infrastructure 
 
*RRGTXDOLW\RIDQDWLRQ¶VLQIUDVWUXFWXUHVXFKDVWHOHFRPPXQLFDWLRQVURDGVSRUWVDQG
ZDWHUVXSSO\KDVEHHQIRXQGWRLQFUHDVH)',LQIORZVWRUHFLSLHQWFRXQWULHVWKURXJKWKH
UHGXFWLRQRIRSHUDWLQJDQG WUDQVSRUWFRVWV 0RWWDOHE	.DOLUDMDQ:DOVK	<X

:DOVK	<XSURYHGWKDWDEHWWHU LQIUDVWUXFWXUHDWWUDFWVPRUH)',GXHWRORZHU
DVVRFLDWHGEXVLQHVVFRVWVE\ILQGLQJDVLJQLILFDQWDQGSRVLWLYHLPSDFWRILQIUDVWUXFWXUHRQ
)',ZKHQVWXG\LQJGDWDIURPIRUFRXQWULHVLQFOXGLQJ$UJHQWLQDXVLQJWKH
*HQHUDOL]HG0HWKRGRI0RPHQWVG\QDPLF

 ͻ
2.1.3. Institutional and development variables 
 
7KH PDLQ GHYHORSPHQW DQG LQVWLWXWLRQDO YDULDEOHV WKDW DIIHFW )', LQIORZV LQFOXGH D
FRXQWU\¶VEXVLQHVVFOLPDWHZKLFKLQIOXHQFHVLQYHVWRUVEXVLQHVVFRVWV(JJHU	:LQQHU
0RWWDOHE	.DOLUDMDQDQGSROLWLFDOVWDELOLW\:DOVK	<X
3ROLWLFDOVWDELOLW\LVVHHQDVDGHWHUPLQDQWWRDWWUDFW)',LQIORZVDVLWLVFRPPRQWRYLHZ
SROLWLFDOLQVWDELOLW\DVDULVNIRULQYHVWPHQWPHDQLQJWKDWFRXQWULHVZLWKPRUHSROLWLFDO
VWDELOLW\DUHOLNHO\WRUHFHLYHKLJKHU)',LQIORZV:DOVK	<X
%XVLQHVVFOLPDWHLQWHQGHGDVWKHHFRQRPLFHQYLURQPHQWLQFOXGLQJUXOHVDQGUHJXODWLRQV
LQZKLFKWRGREXVLQHVVLVRQHRIWKHPDLQLQVWLWXWLRQDOYDULDEOHVRIDFRXQWU\DQGLWLV
IUHTXHQWO\ DQDO\]HG E\ VWXG\LQJ WKH HFRQRPLF VWDELOLW\ TXDOLW\ RI LQVWLWXWLRQV DQG
FRUUXSWLRQOHYHORIDKRVWHFRQRP\7KURXJKDSDQHOGDWDVWXG\RIGHYHORSLQJFRXQWULHV
EHWZHHQ0RWWDOHE	.DOLUDMDQFRQFOXGHGWKDWFRXQWULHVZLWKDEHWWHU
EXVLQHVVHQYLURQPHQWDUHOLNHO\WRDWWUDFWPRUH)',LQIORZV
:KHQWKHTXDOLW\RILQVWLWXWLRQVLVJRRGLQDKRVWHFRQRP\LWOHDGVWRJURZWKZKLFKLQ
WXUQHQFRXUDJHV)',ZKLOHDFRXQWU\ZLWKEDGLQVWLWXWLRQVXVXDOO\HQMR\VOHVV)',GXHWR
WKHKLJKHUFRVWRIGRLQJEXVLQHVV%ODQFR&DVWUR	1XQHV1XQQHQNDPS	
6SDW]:DOVK	<X
&RUUXSWLRQDOWKRXJKKDUGWRPHDVXUHDFFXUDWHO\LVDFRPSRQHQWRIDFRXQWU\¶VEXVLQHVV
FOLPDWH WKDW KDV DURXVHG D ORW RI DWWHQWLRQ ZLWKLQ WKH SDVW WZR GHFDGHV ZLWK VWXGLHV
FRQILUPLQJ RYHU DQG RYHU DJDLQ WKDW WKLV YDULDEOH LV VWDWLVWLFDOO\ VLJQLILFDQW DQG KDV
LPSRUWDQWHIIHFWVRQ)',$O6DGLJ%ODQFR&DVWUR	1XQHV(JJHU
	:LQQHU 0DWKXU	 6LQJK 0DXUR 0RWWDOHE	.DOLUDMDQ 
2NDGD	6DPUHWK5REHUWVRQ	:DWVRQ:HL7KHUHDUHWZRPDLQ
OLQHV RI UHVXOWV LQ WKLV ILHOGZKLFKZHZLOO GLVFXVV LQ WKH QH[W VXEVHFWLRQ WKRVH WKDW
HQGRUVHWKHQHJDWLYHUHODWLRQVKLSDQGWKRVHWKDWHQGRUVHWKHSRVLWLYHUHODWLRQVKLSEHWZHHQ
FRUUXSWLRQDQG)',0RVWRIWKHVHVWXGLHVFRQFOXGHWKDWFRUUXSWLRQKDVDQHJDWLYHLPSDFW
RQLQZDUG)',GXHWRWKHXQFHUWDLQW\DQGULVNLWHQWDLOVIRUIRUHLJQLQYHVWRUV
$V D EULHI VXPPDU\ RI WKH SUHYLRXV GLVFXVVLRQ )LJXUH  UHIOHFWV WKH PDLQ )',
GHWHUPLQDQWV GHVFULEHG DERYH LQGLFDWLQJ LQ ZKLFK ZD\ WKH\ DIIHFW )', DV HLWKHU D
SRVLWLYHRUQHJDWLYHGHWHUPLQDQWDFFRUGLQJWRUHFHQWVWXGLHV



 ͳͲ
)LJXUH)',GHWHUPLQDQWV


6RXUFH2ZQFRPSLODWLRQ9DULDEOHVWKDWDIIHFW)',LQIORZVSRVLWLYHO\DQGQHJDWLYHO\

6LQFHFRUUXSWLRQLVWKHWRSLFRIRXUSDSHUDQGJLYHQWKHLPSRUWDQFHWKDWWKLVYDULDEOHKDV
IRULQYHVWRUVWKHQH[WVHFWLRQLVGHYRWHGH[FOXVLYHO\WRDQDO\]LQJFRUUXSWLRQLQGHSWKDV
ZHOODVH[SDQGLQJRQZKDWUHVHDUFKHUVKDYHHVWDEOLVKHGWKXVIDU

&RUUXSWLRQ
&RUUXSWLRQLVDFRXQWU\ULVNIDFWRUWKDWDGGVXQFHUWDLQW\WRQHZHQGHDYRUVEHFDXVHRIWKH
DGGLWLRQDODQGVRPHWLPHVKLGGHQFRVWVLWHQWDLOV
7UDQVSDUHQF\,QWHUQDWLRQDOKDVGHILQHGFRUUXSWLRQDV³WKHPLVXVHRIHQWUXVWHGSRZHUIRU
SULYDWH JDLQ´ [L[ VXPPLQJ XS SHUIHFWO\ WKH EURDG VSHFWUXP WKDW WKLV YDULDEOH
HQFRPSDVVHV
5HVXOWVIURPWKH*OREDO&RUUXSWLRQ%DURPHWHUD7UDQVSDUHQF\,QWHUQDWLRQDOVXUYH\
RIRYHUSHRSOHLQFRXQWULHVDURXQGWKHZRUOGUHYHDOHGWKDWPRUHWKDQKDOI
RIUHVSRQGHQWVEHOLHYHWKDWFRUUXSWLRQKDVLQFUHDVHGLQWKHSDVW\HDUVZKLOHRQO\
WKLQNLWGHFUHDVHG7RWRSWKDWRIIDQDODUPLQJRIUHVSRQGHQWVDGPLWKDYLQJ
SDLG D EULEHZKLOH LQWHUDFWLQJZLWK SXEOLF VHUYLFHV DQG LQVWLWXWLRQVZLWKLQ WKH SDVW 
PRQWKV+DUGRRQ	)LQQ
:KHQLWFRPHVWRWKHUDWLQJRISHUFHLYHGFRUUXSWLRQDURXQGWKHZRUOGRYHUWZRWKLUGVRI
FRXQWULHVZHUHUDQNHGDERYHLQDVFDOHIURPZLWKEHLQJWKHPRVWFRUUXSW
DFFRUGLQJWRWKH&RUUXSWLRQ3HUFHSWLRQ,QGH[E\7UDQVSDUHQF\,QWHUQDWLRQDO7KLV
SURYHVWKDWQRWHYHQWKHULFKFRXQWULHVDUHLPPXQHWRWKHHIIHFWVRIFRUUXSWLRQ&DVWUR	
 ͳͳ
1XQHV
7KHVFRSHRIWKHHIIHFWVRIFRUUXSWLRQVKRXOGQRWEHXQGHUHVWLPDWHG&RUUXSWLRQQRWRQO\
KDUPVLQGLYLGXDOVE\XQIDLUZHDOWKGLVWULEXWLRQ*RXGLH	6WDVDYDJHLWFDQDOVR
GHFUHDVH WKH DPRXQW RI LQYHVWPHQW LQ D FRXQWU\ 0DXUR  :HL  VWXQW
HFRQRPLFJURZWK0DXURJHQHUDWHSROLWLFDOLQVWDELOLW\LQDQDWLRQ:HLDV
ZHOODVDIIHFWWKHTXDOLW\RIWKHLQIUDVWUXFWXUHWKHUHLQ&DVWUR	1XQHV
0XFKKDVEHHQZULWWHQRYHUWKHSDVW\HDUVUHJDUGLQJWKHHIIHFWVRIFRUUXSWLRQRQ)',
LQIORZVLQDKRVWFRXQWU\DVWKHUHVXOWRIDP\ULDGRIVWXGLHVK\SRWKHVHVDQGFRQFOXVLRQV
WKDW KDYH YDULHG FRQVLGHUDEO\ FRQWLQJHQW RQ WKH VWXG\ LQ TXHVWLRQ $O6DGLJ 
5REHUWVRQ	:DWVRQ
7ZRPDLQK\SRWKHVHVDUHFXUUHQWO\KHOGE\UHVHDUFKHUVZKHQH[SODLQLQJWKHHIIHFWVRI
FRUUXSWLRQRQ)',DUJXLQJWKDWFRUUXSWLRQFDQEHHLWKHUD³JUDEELQJKDQG´GHWHUULQJ)',
DQGVHHQDVDQDGGLWLRQDOFRVWWRHQWHUWKHPDUNHWRIDKRVWFRXQWU\RUDFWDVD³KHOSLQJ
KDQG´VSXUULQJLWIRUZDUG(JJHU	:LQQHU
7KHILUVWDQGPRVWZLGHVSUHDGK\SRWKHVLVLVWKDWFRUUXSWLRQLQIOXHQFHV)',QHJDWLYHO\LQ
DKRVWFRXQWU\DFWLQJDVD³JUDEELQJKDQG´1XPHURXVVWXGLHVKDYHSURYLGHGHPSLULFDO
HYLGHQFHWKDW)',LQIORZVWRDQDWLRQDUHLQGHHGLPSDFWHGQHJDWLYHO\E\FRUUXSWLRQOHYHOV
WKHUHLQJLYHQWKDWLQYHVWRUVPD\YLHZFRUUXSWLRQDVDQDGGLWLRQDOULVNIDFWRUDGGLQJWR
WKHFRVWRIGRLQJEXVLQHVVLQWKHIRUHLJQFRXQWU\$O6DGLJ%ODQFR&DVWUR
	1XQHV0DWKXU	6LQJK0DXUR5REHUWVRQ	:DWVRQ:HL
)RUH[DPSOH0DWKXU	6LQJKSURYHGWKLVK\SRWKHVLVWKURXJKDSDQHOVWXG\
IRUWKHSHULRGEHWZHHQXVLQJGDWDIURPKRVWFRXQWULHVLQFOXGLQJ$UJHQWLQD
7KHLUHPSLULFDOHYLGHQFHFRQFOXGHGWKDW)',ZDVORZHULQFRXQWULHVZLWKKLJKHUOHYHOVRI
FRUUXSWLRQSHUFHSWLRQ
7KHVHFRQGEUDQFKRIVWXG\DUJXHVWKHK\SRWKHVLVWKDW)',LQFUHDVHVZLWKWKHDPRXQWRI
FRUUXSWLRQLQDKRVWFRXQWU\DFWLQJDVD³KHOSLQJKDQG´IRULQYHVWPHQWIDFLOLWDWLQJWKH
SURFHVVRIJRYHUQPHQWSURFHGXUHVDQGFXWWLQJWKURXJKUHGWDSHIRUIRUHLJQLQYHVWRUVWKXV
WULJJHULQJ)',(JJHU	:LQQHU2NDGD	6DPUHWK8VLQJDVDPSOHRI
FRXQWULHVIRUWKH\HDUV(JJHU	:LQQHUUHYHDOHGWKURXJKDSDQHOGDWD
VWXG\WKDW)',LQFUHDVHVZLWKWKHOHYHORIFRUUXSWLRQERWKLQWKHVKRUWDQGORQJWHUP
7KHFRQIOLFWLQJDERYHPHQWLRQHGWKHRULHVDUHQRWWKHRQO\RQHVUHJDUGLQJFRUUXSWLRQDQG
)', DV VRPH UHVHDUFKHUV FODLP WKDW FRUUXSWLRQ KDV GHFUHDVHG LQ VLJQLILFDQFHZKHQ LW
FRPHV WR H[SODLQLQJ )', LQ JHQHUDO (JJHU 	:LQQHU  $O6DGLJ  DOVR
VXSSRUWVWKHK\SRWKHVLVWKDWWKHQHJDWLYHHIIHFWVRIFRUUXSWLRQRQ)',LQIORZVGHFUHDVH
 ͳʹ
ZKHQWKHUHLVJRRGLQVWLWXWLRQDOTXDOLW\WKDWSHQDOL]HVLOOHJDODFWLYLWLHVLQWKHKRVWFRXQWU\
DUJXLQJWKDWLQVWLWXWLRQVDUHDYDULDEOHRIPRUHLPSRUWDQFHWKDQFRUUXSWLRQIRULQYHVWLQJ
ILUPV
8QGHU WKLVSHUVSHFWLYHZH ILQG LW LQWHUHVWLQJ WR GHDOZLWK WKH LVVXHRI LGHQWLI\LQJ WKH
UHODWLRQVKLSEHWZHHQ)',DQGFRUUXSWLRQ LQ$UJHQWLQD VLQFH$UJHQWLQDKDVRQHRI WKH
KLJKHVWOHYHOVRIFRUUXSWLRQLQ6RXWK$PHULFDDQGGHVSLWHWKDWLWLVDOVRRQHRIWKHODUJHVW
)',UHFLSLHQWVRIWKHUHJLRQ

)',$1'7+(&$6(2)$5*(17,1$

,Q7UDQVSDUHQF\,QWHUQDWLRQDOUDQNHG$UJHQWLQDDVWKHWKLUGPRVWFRUUXSWFRXQWU\
LQ6RXWK$PHULFDRQO\UDQNLQJEHWWHUWKDQ(FXDGRUDQG9HQH]XHOD,QWKHLQWHUQDWLRQDO
FRQWH[W $UJHQWLQD VFRUHG WK SODFH RXW RI  FRXQWULHV ZKHQ LW FRPHV WR ODFN RI
FRUUXSWLRQ(FXDGRUDQG9HQH]XHOD UDQNHGWK DQGVW UHVSHFWLYHO\ 7UDQVSDUHQF\
,QWHUQDWLRQDOD
$FFRUGLQJWRWKH*OREDO&RUUXSWLRQ%DURPHWHULQGLYLGXDOVLQ$UJHQWLQDYLHZSROLWLFDO
SDUWLHV DV WKHPRVW FRUUXSW LQVWLWXWLRQZLWK RI UHVSRQGHQWV EHOLHYLQJ WKHP WR EH
FRUUXSW 3XEOLF RIILFLDOV DQG FLYLO VHUYDQWV FRPH LQ D FORVH VHFRQG ZLWK  RI
UHVSRQGHQWVEODPLQJWKHPRIFRUUXSWLRQ7KHSDUOLDPHQWSROLFHDQGMXGLFLDU\DUHDOVR
SHUFHLYHG DV YHU\ FRUUXSW LQ WKLV FRXQWU\ ZLWK   DQG  RI UHVSRQGHQWV
FODLPLQJFRUUXSWLRQLQWKHVHLQVWLWXWLRQVUHVSHFWLYHO\7UDQVSDUHQF\,QWHUQDWLRQDO
$OWKRXJKWKHSHUFHSWLRQRIFRUUXSWLRQLQ$UJHQWLQDLVZRUVHWKDQWKHZRUOGDYHUDJHWKLV
FRXQWU\LVVWLOORQHRIWKHPDLQUHFLSLHQWVRI)',IORZVLQ6RXWK$PHULFDH[SHULHQFLQJD
\HDU RYHU \HDU LQFUHDVH DQG UDQNLQJ IRXUWK SODFH DIWHU %UD]LO &KLOH DQG &RORPELD
UHFHLYLQJRIWKHWRWDOLQZDUG)',VWRFNLQWKLVUHJLRQ81&7$'









 ͳ͵
)LJXUH,QZDUG)',VWRFNLQ$UJHQWLQD

6RXUFH81&7$'

$VVHHQ LQ)LJXUH$UJHQWLQDH[SHULHQFHGDVHYHUHVKRFN LQ)',VWRFN LQ'HFHPEHU
GXHWRLWVGHEWFULVLVOHDGLQJWRDVKDUSGHFUHDVHRILQZDUG)',LQDVZHOODV
RWKHU FDWDVWURSKLF UHVXOWV LQHYHU\DVSHFWRI WKH$UJHQWLQHHFRQRP\ &DEDOOHUR
1RIDO1DKRQ	)HUQDQGH]
+RZHYHUDQLPSUHVVLYHUHFRYHU\WRRNSODFHEHWZHHQDQGQRWRQO\UHJDUGLQJ
)', EXW DOVR LQ WHUPV RI HFRQRPLF JURZWK FRPSHWLWLYHQHVV DQG GHPDQG DOORZLQJ
$UJHQWLQDWRUHDFKWKHSUHYLRXVOHYHOLILQZDUG)','HVSLWHWKHHFRQRPLFFULVLVWKDWKLW
WKHZRUOGLQLQZDUG)',VWRFNWR$UJHQWLQDKDVFRQWLQXHGWRLQFUHDVHSODFLQJLW
DPRQJWKHWRSUHFLSLHQWVRI)',LQ6RXWK$PHULFD1RIDOHWDO)LJXUH

)LJXUH,QZDUG)',VWRFNLQ6RXWK$PHULFDE\FRXQWU\

6RXUFH81&7$'
 ͳͶ
7KLVLQFUHDVHLQ)',LQIORZVZKLFKSODFHG$UJHQWLQDDPRQJWKHWRS)',UHFLSLHQWVLQWKH
UHJLRQLVDOVRFRQQHFWHGWRWKHPDUNHWVL]HRIWKHFRXQWU\LQ$UJHQWLQD¶VPDUNHW
VL]HPHDVXUHGE\*'3SHUFDSLWDZDVWKHWKLUGODUJHVWLQ6RXWK$PHULFDZLWKRQO\D
VPDOOGLIIHUHQFHZLWKUHVSHFWWRWKHRQHVRI8UXJXD\DQG&KLOHZKLFKKHOGWKHOHDGLQJ
SRVLWLRQLQWKHUHJLRQDVREVHUYHGLQ)LJXUH

)LJXUH*'3SHUFDSLWDLQ6RXWK$PHULFD

6RXUFH:RUOG%DQN

$V IRU )', FRPSRVLWLRQ E\ VHFWRU WKH RLO DQG JDV VHFWRUV LQ $UJHQWLQD KDYH EHHQ
HVSHFLDOO\UHOHYDQWLQKRVWLQJ)',&KXGQRYVN\	/ySH]E\DFFRXQWLQJIRURYHU
RIWKHWRWDOLQZDUG)',VWRFNLQDVLOOXVWUDWHGLQ)LJXUHDQGLQDFFRUGDQFH
WR$UJHQWLQD¶V&HQWUDO%DQN1RIDOHWDO
,QYHVWPHQW LQ WKHVH VHFWRUV JHQHUDOO\ FRUUHVSRQGV WR YHUWLFDO )', PHDQLQJ WKDW
PXOWLQDWLRQDOVLQYHVWWRH[WUDFWWKHQDWXUDOUHVRXUFHVZLWKRXWWKHLQWHQWLRQRIVHOOLQJWKHP
WRWKHKRVWFRXQWU\PDUNHW






 ͳͷ
)LJXUH$UJHQWLQD¶VLQZDUG)',VWRFNE\VHFWRUV

6RXUFH2ZQFRPSLODWLRQXVLQJGDWDIURP$UJHQWLQD¶V&HQWUDO%DQN

,QWKHQH[WVHFWLRQZHSURFHHGZLWKDEUHDNGRZQRIWKHPHWKRGRORJ\DQGYDULDEOHVXVHG
IRUWKLVHPSLULFDODQDO\VLVWRXQGHUVWDQGKRZFRUUXSWLRQDIIHFWVLQYHVWPHQWLQ$UJHQWLQD

0(7+2'2/2*<(03,5,&$/$1$/<6,6

7RDQDO\]HWKHH[WHQWWRZKLFKWKHEXVLQHVVFOLPDWHLQ$UJHQWLQDLPSDFWV)',HQWU\ZH
IRFXVRQVHOHFWHGYDULDEOHVVXFKDVWKH&RUUXSWLRQ3HUFHSWLRQ,QGH[&3,DQGWKH,QGH[
RI(FRQRPLF)UHHGRP(),DVDPHDVXUHRIWKLVFRXQWU\¶VEXVLQHVVFOLPDWH
7KHSUHVHQWUHSRUW LQWHQGV WRVKHGOLJKWRQ WKH LPSDFWRIFRUUXSWLRQRQLQZDUG)', LQ
$UJHQWLQD WKURXJK D OLQHDU UHJUHVVLRQ PRGHO E\ DQDO\]LQJ UHOHYDQW GDWD VXFK DV
FRUUXSWLRQ)',*'3DQG*'3SHUFDSLWD*'3DQG*'3SHUFDSLWDZHUHFKRVHQGXHWR
WKHQXPHURXVVWXGLHVWKDWFRQFOXGHWKDWWKHVHYDULDEOHVKDYHDVLJQLILFDQWHIIHFWRQ)',
:DOVK	<X:HVWXG\WKHWLPHVHULHVEHWZHHQIRUZKLFKZHKDYH
DYDLODELOLW\RIGDWDUHJDUGLQJFRUUXSWLRQLQ$UJHQWLQD

'DWDDQGYDULDEOHV

:H EXLOG DQG RULJLQDO GDWDEDVH E\ PHUJLQJ $UJHQWLQD¶V )', LQIORZV *'3 DQG WZR
VHSDUDWHFRUUXSWLRQLQGLFHVWRVWXG\WKHHIIHFWVRIFRUUXSWLRQRQ)',
 ͳ͸
'DWD RQ $UJHQWLQD¶V LQZDUG )', VWRFN DQG LQZDUG )', VWRFN SHU FDSLWD KDYH EHHQ
FROOHFWHGIURPWKH8QLWHG1DWLRQV&RQIHUHQFHRQ7UDGH$QG'HYHORSPHQW81&7$'
IRUWKH\HDUV,QWKHIROORZLQJVHFWLRQVZHZLOOUHIHUWR³LQZDUG)',VWRFN´
VLPSO\DV)',$OO)',GDWDLVLQ86GROODUV
$UJHQWLQD¶V*'3DQG*'3SHUFDSLWDGDWDZHUHUHWULHYHGIURPWKH:RUOG%DQND
EIRUWKHSHULRGEHWZHHQ*'3YDOXHVDUHDOVRH[SUHVVHGLQ86GROODUV

7KH OHYHO RI FRUUXSWLRQ LQ $UJHQWLQD LV REVHUYHG WKURXJK WZR VHSDUDWH LQGLFHV WKH
&RUUXSWLRQ 3HUFHSWLRQV ,QGH[ KHUHDIWHU &3, DQG WKH ,QGH[ RI (FRQRPLF )UHHGRP
KHQFHIRUWK(),
7KH&3, LV D FRPSLODWLRQRI HYDOXDWLRQV DQG VXUYH\V IURPGHSHQGDEOH VRXUFHV RQ WKH
SHUFHLYHG FRUUXSWLRQ RI WKH SULYDWH VHFWRU JDWKHUHG E\ 7UDQVSDUHQF\ ,QWHUQDWLRQDO
7UDQVSDUHQF\ ,QWHUQDWLRQDO VWDWHV WKDW ³>W@KH&3, LV WKHPRVWZLGHO\XVHG LQGLFDWRURI
FRUUXSWLRQ ZRUOGZLGH´ DGGLQJ ZHLJKW WR WKH FKRLFH RI WKLV YDULDEOH 7UDQVSDUHQF\
,QWHUQDWLRQDOG$OWKRXJKWKLVLQGH[XVHVVXEMHFWLYHGDWDDQGLWLVEDVHGPHUHO\RQ
SHUFHSWLRQV LWV YDOLGLW\ LV JURXQGHGRQ WKH H[WHQVLYHXVHRI WKLV LQGH[ DV D VRXUFHRI
LQIRUPDWLRQ IRU DQDO\VWV DFDGHPLFV DQG LQYHVWRUV DURXQG WKHZRUOG $UQGW	2PDQ
'DYLV	5XKH-XQH&KRZGKXU\+HOOHU	:HUYH
7KHRULJLQDO&3,YDULHVWKURXJKRXWWKH\HDUVGXHWRWKHXVHRIGLIIHUHQWPHWKRGRORJLHV
SUHYLRXVO\EHLQJVFDOHGIURPWREHWZHHQDQGFXUUHQWO\VFDOHGIURPWR
 VLQFHZLWK WKHYDOXHFRUUHVSRQGLQJ WR³KLJKO\FRUUXSW´ LQERWKFDVHV7R
VWDQGDUGL]HWKHVFDOHZHPXOWLSOLHGWKH&3,FRUUHVSRQGLQJWRWKH\HDUVE\
WRPDNHLWFRPSDUDEOHWRWKHYDOXHVZHREVHUYHEHWZHHQ
7KH (), FRQVLVWV RI WKH ZHLJKHG DYHUDJH RI WKH VFRUH RI  HFRQRPLF IUHHGRP
PHDVXUHPHQWVZKLFKZLOOEHGHWDLOHGODWHUIURPWKLUGSDUW\VRXUFHVFDOFXODWHGE\WKH
+HULWDJH)RXQGDWLRQ7KLVLQGH[LQFRUSRUDWHVVXEMHFWLYHDVZHOODVREMHFWLYHHOHPHQWVLQ
LWVFDOFXODWLRQDQGLVVFDOHGIURPUHSUHVVHGWRIUHHFRYHULQJWKH\HDUV
 ,WV UHOLDELOLW\ LV EDVHG RQ WKH IDFW WKDW WKH +HULWDJH )RXQGDWLRQ SXEOLF SROLF\
UHVHDUFK LQVWLWXWH LV ³WKH PRVW EURDGO\ VXSSRUWHG WKLQN WDQN LQ $PHULFD´ +HULWDJH
)RXQGDWLRQ
6LQFHWKHRULJLQDO&3,DQG(),LQGLFHVDUHVFDOHGIURPZLWKPHDQLQJ³YHU\
FOHDQ´DQG³IUHH´UHVSHFWLYHO\ZHUHVFDOHGWKHPLQWKLVZD\µRULJLQDOLQGH[¶WR
PDNH WKH GDWD PRUH LQWXLWLYH KDYLQJ WKH VDPH SURSRUWLRQDOLW\ ZLWK D KLJKHU LQGH[
VLJQLI\LQJKLJKHUOHYHOVRIFRUUXSWLRQDQGOHVVHFRQRPLFIUHHGRP
 ͳ͹
$GXPP\YDULDEOHKHQFHIRUWK'80LVDGGHGWRWKHPRGHOWRFRQWUROIRUWKHGHEWFULVLV
WKDWWRRNSODFHLQ$UJHQWLQDLQ7KLVYDULDEOHWDNHVWKHYDOXHLQDQGVKDUHV
WKHYDOXHRQDOORWKHU\HDUVEHWZHHQDQG

&RUUXSWLRQLQGLFHV

%HIRUHEHJLQQLQJRXUDQDO\VLVXVLQJWKHDERYHPHQWLRQHGPRGHOZHPXVWXQGHUVWDQGWKH
GLIIHUHQFHEHWZHHQERWKRIWKHLQGLFHVWKDWDUHXVHGWRPHDVXUHFRUUXSWLRQLQWKLVVWXG\
&3,DQG(),DVWKH\ERWKUHSUHVHQWGLIIHUHQWZD\VRISHUFHLYLQJWKHEXVLQHVVFOLPDWH
DQGWKHFRUUXSWLRQUHDOLW\LQ$UJHQWLQD
7RXQGHUVWDQGZKHUHWKHVHGLIIHUHQFHVDULVHZHPXVWILUVWWDNHDORRNDWZKDWHDFKLQGH[
FDSWXUHVZKHQHYDOXDWLQJDFRXQWU\WRNQRZKRZWREHVWLQWHUSUHWWKHREWDLQHGUHVXOWV

4.2.1. CPI 

7KH &3, FRPSLOHG E\ 7UDQVSDUHQF\ ,QWHUQDWLRQDO PHDVXUHV WKH OHYHO RI SHUFHLYHG
FRUUXSWLRQRIWKHSXEOLFVHFWRUE\FRPELQLQJGDWDIURPDVHOHFWLRQRIUHOLDEOHVRXUFHV
VXFK DV FDOFXODWLRQV DQG VXUYH\V SHUIRUPHG E\ FUHGLEOH LQVWLWXWLRQV IRU LQGLYLGXDO
FRXQWULHV7KHVHVXUYH\VDUHLQWXUQDQVZHUHGE\H[SHUWVDQDO\VWVDQGEXVLQHVVSHRSOH
ZKR DUH NQRZOHGJHDEOH DERXW WKH FRXQWU\ LQ TXHVWLRQ DOORZLQJ XV WR UHFHLYH VRXQG
LQVLJKWVRQWKHSHUFHSWLRQVRIFRUUXSWLRQLQHDFKQDWLRQ
7KHVH VXUYH\V FRYHU WRSLFV UHODWHG WR DGPLQLVWUDWLYH DQG SROLWLFDO FRUUXSWLRQ ZLWK
TXHVWLRQV WKDWUDQJHIURPWKHH[WHQWRIEULEHVWRSXEOLFRIILFLDOVDQGHPEH]]OHPHQWRI
SXEOLFIXQGVWRWKHSXQLVKPHQWIRUFRUUXSWLRQDQGWKHHIIHFWLYHQHVVRIDQWLFRUUXSWLRQ
HIIRUWV7UDQVSDUHQF\,QWHUQDWLRQDODFH7KHDPRXQWDQGVRXUFHV
RIWKHVHVXUYH\VYDU\IURP\HDUWR\HDUZLWKLQVWLWXWLRQVSURYLGLQJGDWDVRXUFHVIRU
WKH&3,UHSRUW7UDQVSDUHQF\,QWHUQDWLRQDOF

4.2.2. EFI 

7KH(),FRPSLOHGE\WKH+HULWDJH)RXQGDWLRQPHDVXUHVDWRWDORIHFRQRPLFIUHHGRP
LQGLFDWRUVDQGUDWHVFRXQWULHVE\DYHUDJLQJWKHVHVFRUHVHTXDOO\ZLWKHDFKRIWKHP
KDYLQJ WKH VDPH ZHLJKW WRZDUG WKH ILQDO LQGH[ VFRUH 7KLV PHDQV WKDW DSDUW IURP
PHDVXULQJFRUUXSWLRQWKH(),DOVRFRYHUVRWKHUDVSHFWVRIFRXQWU\IUHHGRPSURSHUW\
 ͳͺ
ULJKWVILVFDOIUHHGRPJRYHUQPHQWVSHQGLQJEXVLQHVVIUHHGRPODERUIUHHGRPPRQHWDU\
IUHHGRPWUDGHIUHHGRPILQDQFLDOIUHHGRPDQGLQYHVWPHQWIUHHGRP7KHVHLQGLFDWRUVRI
HFRQRPLFIUHHGRPPHDVXUHDEURDGHUVSHFWUXPRIDFRXQWU\¶VEXVLQHVVFOLPDWHWKDQWKH
&3,ZKLFKIRFXVHVH[FOXVLYHO\RQFRUUXSWLRQ
7KHVFRSHRIWKLVLQGH[LVWRVKHGOLJKWRQWKHFDWHJRULHVRIIDFWRUVFRPSRVLQJWKHEXVLQHVV
FOLPDWHUXOHRIODZOLPLWHGJRYHUQPHQWUHJXODWRU\HIILFLHQF\DQGRSHQPDUNHWV
7KHVFRUHRIHDFKRI WKHHFRQRPLF IDFWRUV WKDWDIIHFW IUHHGRPDUHFDOFXODWHGXVLQJ
TXDQWLWDWLYHDQGTXDOLWDWLYHGDWDIURPWKLUGSDUW\VRXUFHVDVZHOODVH[SHULPHQWDOVXUYH\V
LQVWHDGRIRQO\EHLQJEDVHGRQSHUFHSWLRQV

4.2.3. Differences between the two indices 

7KHVWUDWHJ\WRPHDVXUHFRUUXSWLRQZLWKWZRLQGLFHV&3,DQG(),PD\SRWHQWLDOO\UHVXOW
LQGLIIHUHQWDQDO\VHVRXWFRPHVZKHQXVLQJRQH LQGH[ UDWKHU WKDQ WKHRWKHUGXH WR WKH
GLVSDULW\EHWZHHQWKHFDOFXODWLRQPHWKRGRORJLHVXVHGWRFRPSXWHHDFKLQGH[
,QWKHFDVHRIGHILQLQJWKHGHWHUPLQDQWVRI)',E\UHSUHVHQWLQJFRUUXSWLRQZLWKWKH(),
ZHLQWURGXFHD³QRLVH´LQWKHHVWLPDWLRQEHFDXVHWKLVLQGH[HQFRPSDVVHVVHYHUDORWKHU
IDFWRUVRIWKHEXVLQHVVFOLPDWHEH\RQGFRUUXSWLRQ
$VWKHQDPHLQGLFDWHVWKH&3,LVE\IDUPRUHSUHFLVHLQWHUPVRISHUFHLYHGFRUUXSWLRQ
WKDQWKH(),EHFDXVHLWIRFXVHVRQO\RQWKLVGHWHUPLQDQW
*LYHQWKHGLIILFXOW\WRPHDVXUHFRUUXSWLRQHIIHFWLYHO\GXHWRLWVLQQDWHLQWDQJLELOLW\XVLQJ
SHUFHSWLRQ GDWD WR FDOFXODWH WKHPDJQLWXGH RI FRUUXSWLRQ LVPDQ\ WLPHVPRUH UHOLDEOH
EHFDXVH RI SURYLGLQJ GHWHFWLEOH LQVLJKW VROHO\ UHJDUGLQJ FRUUXSWLRQ WKDQ XVLQJPRUH
REMHFWLYHGDWDVXFKDVWKHDPRXQWRISURVHFXWLRQV8VLQJOHVVSHUFHSWLRQDOGDWD³UHIOHFW>V@
OHVV RQ WKH SUHYDOHQFH RI FRUUXSWLRQ LQ D FRXQWU\ DQGPRUH RQ RWKHU IDFWRUV VXFK DV
IUHHGRPRIWKHSUHVVRUWKHHIILFLHQF\RIWKHMXGLFLDOV\VWHP´7UDQVSDUHQF\,QWHUQDWLRQDO
 7KLV ZDV VXPPHG XS QLFHO\ LQ 5REHUWVRQ 	 :DWVRQ  ³,QWHUHVWLQJO\
6LQJDSRUH¶VYHU\KLJKSHUFDSLWDFRQYLFWLRQUDWHRIEULEHU\LVPLVOHDGLQJZKHQFRPSDUHG
WRORZHUUDWHVLQGHYHORSLQJFRXQWULHVLQ$IULFDDQG/DWLQ$PHULFD´2WKHU
DXWKRUVVXFKDV$UQGW	2PDQUHFRPPHQGXVLQJSHUFHSWLRQEDVHGDQGIDFWEDVHG
LQGLFDWRUVLQFRQMXQFWLRQZLWKHDFKRWKHU$UQGW	2PDQ
7KHUHDVRQLQJEHKLQGWKHHOHFWLRQRIERWKRIWKHDERYHPHQWLRQHGLQGLFHVZDVPRWLYDWHG
ZLWK WKH REMHFWLYH RI DGGLQJ UREXVWQHVV WR WKH FRQFOXVLRQV VHW IRUWK LQ WKH IROORZLQJ
PRGHOV E\ REVHUYLQJ WKH UHVXOWV RI RXU DQDO\VHV ZLWK GLIIHUHQW YDULDEOHV DV ZHOO DV
 ͳͻ
FRPSDULQJWKHGLIIHUHQWUHVXOWVREWDLQHGZKHQXVLQJDYDULDEOHWKDWH[FOXVLYHO\PHDVXUHV
FRUUXSWLRQDQGRQHWKDWGRHVQRW
7KH VXEVHTXHQW VHFWLRQV LQFOXGH UHVXOWV REWDLQHG E\ XVLQJ ERWK FRUUXSWLRQ YDULDEOHV
DOWKRXJKZLWKPRUHLPSRUWDQFHSODFHGRQWKHUHVXOWVREWDLQHGE\WKH&3,

(&2120(75,&5(68/76

7DEOHGHSLFWVWKHGHVFULSWLYHVWDWLVWLFVRIRXUYDULDEOHVRIFKRLFH$VZHFDQUHPDUNWKH
&3,DQG(),YDU\FRQVLGHUDEO\ZLWKDKXJHGLIIHUHQFHLQHDFKRIWKHVWDWLVWLFV
:KHQREVHUYLQJWKHPLQLPXPDQGPD[LPXPYDOXHVRIHDFKRIRXUFRUUXSWLRQYDULDEOHV
&3,DQG(),WKHORZHUYDOXHVXVHGE\WKH(),WRHYDOXDWH$UJHQWLQDDUHVHHQFOHDUO\
ZLWK WKHYDOXHVRI WKLV LQGH[UDQJLQJIURPZKLOH WKHYDOXHVIRU WKH&3,DUH
EHWZHHQ  7KLV ELJ GLIIHUHQFH VWHPV IURP FHUWDLQ HFRQRPLF PHDVXUHPHQWV RI
IUHHGRPXVHGLQWKHFDOFXODWLRQRIWKH(),VXFKDVWUDGHIUHHGRPDQGILVFDOIUHHGRPWKDW
$UJHQWLQD LV SHUIRUPLQJ ZHOO LQ DQG ZKLFK KDV GHFUHDVHG WKH RYHUDOO (), GHVSLWH
$UJHQWLQD¶VKLJKOHYHOVRIFRUUXSWLRQ+HULWDJH)RXQGDWLRQ
$QRWKHUGLIIHUHQFHZHFDQUHPDUNEHWZHHQERWKLQGLFHVLVWKDWPXFKKLJKHUVFRUHVDQGD
ORZHUVWDQGDUGGHYLDWLRQFRUUHVSRQGWRWKH&3,LPSO\LQJWKHLQGLFDWRULVTXLWHVWDEOHRYHU
WLPH7KLVFRQILUPVWKHLQGH[GLVSDULW\ZHPHQWLRQHGDERYHDVZHOODVWKHIDFWWKDWWKH
&3,RQO\XVHVGDWDUHODWHGWRFRUUXSWLRQ
7KHODUJHUVWDQGDUGGHYLDWLRQREVHUYHGIRU*'3SHUFDSLWDFRPSDUHGWR)',SHUFDSLWD
LQGLFDWHVWKDW*'3SHUFDSLWDH[SHULHQFHGODUJHUIOXFWXDWLRQWKURXJKRXWWLPH+RZHYHU
LWVORZHUPHGLDQYDOXHFRPSDUHGWRLWVPHDQHVWDEOLVKHVWKDWPRVW*'3SHUFDSLWDYDOXHV
ZHUHORZHUWKDQDYHUDJHZLWKLQWKLVSHULRG

7DEOH'HVFULSWLYH6WDWLVWLFV
9DULDEOH 2EVHUYDWLRQV 0HDQ 0HGLDQ 0LQLPXP 0D[LPXP 6WG'HY
(),      
&3,      
)',  H 
H
H H H
*'3  H H H H H
*'3SHUFDSLWD      
)',SHUFDSLWD      
6RXUFH2ZQFRPSLODWLRQ
 ʹͲ

2XUHPSLULFDODQDO\VLVLVLPSOHPHQWHGE\PHDQVRIWKH2UGLQDU\/HDVW6TXDUHV2/6
PRGHOXVLQJDWLPHVHULHVGDWDVHWWRDQDO\]HWKHSHULRGEHWZHHQIRUZKLFKZH
KDYHDYDLODELOLW\RIGDWDUHJDUGLQJFRUUXSWLRQLQ$UJHQWLQD
2XUGHSHQGHQWYDULDEOHVZLOOEH)',DQG)',SHUFDSLWDDOWHUQDWLYHO\7KHDEVROXWHYDOXHV
LQIRUPRIWKHFRXQWU\VL]HHIIHFWRQ)',ZKLOHWKHSHUFDSLWDYDOXHVLQIRUPDERXWWKHWUXH
DWWUDFWLYHQHVVRIDFRXQWU\UHJDUGOHVVRILWVVL]HGLPHQVLRQV
*LYHQWKHFRQFHUQRIHQGRJHQHLW\EHWZHHQ*'3DQG)',ZKHQDQDO\]LQJERWKRIWKHVH
YDULDEOHVDWWKHVDPHPRPHQWLQWLPHGXHWRWKHLPSDFWRI)',RQWKH*'3RIDFRXQWU\
DQGWKHLPSRUWDQFHRIDFRXQWU\¶V*'3DVDGHWHUPLQDQWIRULQFRPLQJ)',0DXUR
WKHLQGHSHQGHQWYDULDEOHVKDYHEHHQODJJHGWRFRQWUROIRUWKLVHQGRJHQHLW\SUREOHP
7KLVODJKDVDOVREHHQDSSOLHGWRWKHFRUUXSWLRQYDULDEOHV(),DQG&3,DV)',GHFLVLRQV
WDNHWLPHXQWLOFRPSOHWLRQDQGDUHDQDO\]HGRYHUDFHUWDLQVSDQRIWLPHEHIRUHFRPLQJ
LQWR HIIHFWZKLFKPHDQV WKDW SDVW FRUUXSWLRQ OHYHOVPLJKW EH D IDFWRU RI FRQFHUQ IRU
FXUUHQW)',GHFLVLRQV
$GGLWLRQDOO\DVDUHVXOWRIWKH$UJHQWLQHGHEWFULVLVWKDWVWDUWHGRQ'HFHPEHUDQG
JUHDWO\LPSDFWHGWKHFRXQWU\GXULQJDGXPP\YDULDEOHKDVEHHQDGGHGWRWKHPRGHO
WRDFFRXQWIRUWKLVFULVLVDQGWU\WRFRUUHFWWKHQRLVHWKDWWKLVRXWOLHUREVHUYDWLRQPLJKW
FDXVHLQWKHPRGHO
(TXDWLRQ,LVWKHILUVWSURSRVHGUHJUHVVLRQPRGHOZKLFKZLOOEHSHUIRUPHGWZLFHRQFH
ZLWKHDFKRIRXUFRUUXSWLRQYDULDEOHV±&3,DQG(),

ܨܦܫ݌݁ݎܿܽ݌݅ݐܽ௜௧ ൌ é଴ ൅ éଵܩܦܲ݌݁ݎܿܽ݌݅ݐܽሺ௜Ǥ௧ିଵሻ ൅ éଶܥܲܫሺ௜Ǥ௧ିଵሻ ൅ éଷܧܨܫሺ௜Ǥ௧ିଵሻ ൅ éସܦܷܯ ൅ ߝሺ௜Ǥ௧ିଵሻ,

$V ZH FDQ UHPDUN IURP WKH UHVXOWV RI WKLV 2/6 UHJUHVVLRQ 7DEOH  WKH SRVLWLYH
FRHIILFLHQWVIRU&3,DQG(),DUHFRQWUDU\WRWKHZLGHVSUHDGK\SRWKHVLVWKDWFRUUXSWLRQ
GHFUHDVHVWKHDPRXQWRI)',LQ$UJHQWLQD7KHSRVLWLYHFRHIILFLHQWIRU&3,LPSOLHVWKDW
ZKHQLQFUHDVLQJWKHVFRUHRIWKLVLQGH[E\RQH)',SHUFDSLWDLQ$UJHQWLQDZLOOLQFUHDVH
E\7KHSRVLWLYHFRHIILFLHQWIRU*'3FRQILUPVWKDW)',LQFUHDVHVZKHQ*'3ULVHV
ZKLOH WKH QHJDWLYH FRHIILFLHQW IRU '80 VXSSRUWV WKDW WKH GHEW FULVLV DIIHFWHG )',
QHJDWLYHO\E\LQFUHDVLQJWKHULVNRIGRLQJEXVLQHVVLQ$UJHQWLQDGXULQJ


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 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
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
7KHFKRVHQLQGHSHQGHQWYDULDEOHVDFFRXQWIRUDQGRIWKHYDULDWLRQRI)',SHU
FDSLWDLQWKH&3,DQG(),PRGHOUHVSHFWLYHO\
*LYHQWKDWWKHUHVXOWVRIDQGKDYHDSYDOXHEHORZIRUWKH*'3SHUFDSLWDDQG
EHORZIRUWKH&3,DQG(),ZHFDQGHPRQVWUDWHVWDWLVWLFDOVLJQLILFDQFHJLYHQ
DQGFRQILGHQFHOHYHOVUHVSHFWLYHO\7KLVPHDQVWKDWLWLVKLJKO\XQOLNHO\WKDWWKHVH
UHVXOWVDUHWKHRXWFRPHRIVSXULRXVFRUUHODWLRQ
+RZHYHU WKH 'XUELQ:DWVRQ ': UHVXOWV DUH YHU\ ORZ DW   DQG  
LQGLFDWLQJ WKDW WKLV VDPSOH PLJKW FRQWDLQ SRVLWLYH DXWRFRUUHODWLRQ RI UHVLGXDOV
&RQVHTXHQWO\ZHQHHGWRZRUNRQWKHUREXVWQHVVRIWKHVHUHVXOWV
'HVSLWHWKHODFNRIVLJQLILFDQFHRI(TXDWLRQ,¶VUHVXOWVGXHWRWKHORZ':ZHFDQQRWLFH
IURP D JODQFH WKDW WKHPRGHO XVLQJ WKH &3, DV DPHDVXUH RI FRUUXSWLRQ H[SODLQV WKH
YDULDWLRQLQ)',SHUFDSLWDEHWWHUWKDQWKHPRGHOXVLQJWKH(),
7RYHULI\WKHSUHYLRXVDQDO\VLVDVHFRQGPRGHOLVSURSRVHGLQZKLFK)',DQG*'3DUH
ERWKLQDEVROXWHWHUPV(TXDWLRQ,,LVVSHFLILHGE\WKHIROORZLQJUHJUHVVLRQ

ܨܦܫ௜௧ ൌ é଴ ൅ éଵܩܦ ሺܲ௜Ǥ௧ିଵሻ ൅ éଶܥܲܫሺ௜Ǥ௧ିଵሻ ൅ éଷܧܨܫሺ௜Ǥ௧ିଵሻ ൅ éସܦܷܯ ൅ ߝሺ௜Ǥ௧ିଵሻ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
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
7KHUHVXOWVREWDLQHGIURP(TXDWLRQ,,LQ7DEOHFRUURERUDWHZKDWZHIRXQGLQ(TXDWLRQ
, 7KH RQO\ GLIIHUHQFH EHWZHHQ WKHVHPRGHOV LV D VOLJKW LQFUHDVH RI WKH FRHIILFLHQW RI
GHWHUPLQDWLRQDQG':LQ DQG 7KLVPRGHOFRQWLQXHV WRGLVSOD\&3,¶V VWURQJHU
HIIHFWRQ)',FRPSDUHGWR(),

'RXEOHODJJHGPRGHO

'HVSLWHKDYLQJODJJHGWKHLQGHSHQGHQWYDULDEOHVDQGDGGLQJDGXPP\WRFRQWUROIRUWKH
FULVLVLQERWKRIWKHSUHYLRXVPRGHOVWKH':UHPDLQVYHU\ORZLQERWKFDVHVZKLFK
FRXOGEHDQLQGLFDWRURIDQDXWRFRUUHODWLRQSUREOHP
7R FRQWURO IRU WKLV DXWRFRUUHODWLRQ LVVXH WKDW DSSHDUV WR DIIHFW WKH SUHYLRXV PRGHOV
(TXDWLRQ,,,ODJVWKHLQGHSHQGHQWYDULDEOHVIRUDVHFRQGSHULRGDQGLVUHSUHVHQWHGE\WKH
IROORZLQJUHJUHVVLRQ

ܨܦܫ݌݁ݎܿܽ݌݅ݐܽ௜௧ ൌ é଴ ൅ éଵܩܦܲ݌݁ݎܿܽ݌݅ݐܽሺ௜Ǥ௧ିଶሻ ൅ éଶܥܲܫሺ௜Ǥ௧ିଶሻ ൅ éଷܧܨܫሺ௜Ǥ௧ିଶሻ ൅ éସܦܷܯ ൅ ߝሺ௜Ǥ௧ିଶሻ,,,


 ʹ͵


7KH UHVXOWV REWDLQHG IURP(TXDWLRQ ,,, LQ 7DEOH  FRQILUP D VLJQLILFDQW UHGXFWLRQ RI
DXWRFRUUHODWLRQLQERWKFDVHVZLWK':LPSURYLQJGUDVWLFDOO\IURPWRIRU
WKH&3,PRGHOJLYLQJLWPRUHFUHGLELOLW\
7KHQHFHVVDU\FRQILGHQFH OHYHOKDVDOVR LQFUHDVHGDERYHIRURXU&25YDULDEOHV
ZKLOHWKHRQHIRU'80DOVRURVHWRRYHULQFUHDVLQJWKHLUVLJQLILFDQFH
$GGLWLRQDOO\WKLVPRGHOSURYLGHVDQLPSURYHPHQWLQܴଶIURPZKDWZHREWDLQHGLQWKH
SUHYLRXVPRGHOVZLWKHDFKLQFUHDVLQJFRHIILFLHQWRIGHWHUPLQDWLRQDPRXQWLQJWRDPRUH
DFFXUDWH GHVFULSWLRQ RI WKH LQIOXHQWLDO IDFWRUV UHJDUGLQJ)',PHDQLQJ WKDW WKLVPRGHO
GHSLFWVUHDOLW\PRUHDFFXUDWHO\
7KHVHRXWFRPHVDUHPRUHUREXVWDQGVWDWLVWLFDOO\VLJQLILFDQWSURYLGLQJJRRGUHDVRQVWR
EHOLHYHWKDWFRUUXSWLRQGRHVQRWDIIHFW)',QHJDWLYHO\WKXVFRUURERUDWLQJRXUSUHYLRXV
H[SODQDWLRQ
7REXLOGXSRQWKHDXJPHQWHG(TXDWLRQ,,,DIRXUWKPRGHOLVSURSRVHG(TXDWLRQ,9

ܨܦܫ௜௧ ൌ é଴ ൅ éଵܩܦ ሺܲ௜Ǥ௧ିଶሻ ൅ éଶܥܲܫሺ௜Ǥ௧ିଶሻ ൅ éଷܧܨܫሺ௜Ǥ௧ିଶሻ ൅ éସܦܷܯ ൅ ߝሺ௜Ǥ௧ିଶሻ,9
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3YDOXH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  
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
$V H[SHFWHG (TXDWLRQ ,9 GHSLFWHG LQ 7DEOH  FRUURERUDWHV WKH UHVXOWV REWDLQHG LQ
(TXDWLRQ,,,+RZHYHU(TXDWLRQ,,,ZKLFKWDNHV&3,DVRXUFRUUXSWLRQLQGH[DQGXVHV
SHUFDSLWDYDOXHVLVFKRVHQWRH[SODLQRXUUHVXOWVJLYHQWKDWLWLVWKHPRGHOWKDWSURYLGHV
WKHPRVWVRXQGRXWFRPH,WLVDOVRWKHPRGHOWKDWKDVEHVWPDQDJHGWRPLQLPL]HWKHHIIHFWV
RIDXWRFRUUHODWLRQ7KLVLQGLFDWHVWKDWVL]HHIIHFWVGRQRWSOD\VXFKDQLPSRUWDQWUROHLQ
WKHFRXQWU\DQGWKDW$UJHQWLQD¶VDWWUDFWLYHQHVVDVDUHFLSLHQWRI)',LVJHQXLQH
7KHEURDGHUVFRSHRIGDWDXVHGWRFDOFXODWHWKH(),FRPSDUHGWRWKH&3,ZKLFKLVVLPSO\
FRPSULVHG E\ FRUUXSWLRQ SHUFHSWLRQVPDNHV WKH HVWLPDWLRQVZLWK WKH (),PRGHO OHVV
H[SODQDWRU\FRPSDUHGZLWKWKH&3,PRGHODVZHFDQUHPDUNZKHQFRPSDULQJDQG
IURP(TXDWLRQ,,,
)URPZKDWZHREVHUYHGLQ7DEOHRXU&3,PRGHOXVLQJSHUFDSLWDGDWDRIWKH
YDULDWLRQ RI )', FDQ EH H[SODLQHG ZLWK RXU PRGHO ZKLFK LQFOXGHV WKH SHUFHLYHG
FRUUXSWLRQLQ$UJHQWLQD7KLVDGGVUREXVWQHVVWRRXUSUHYLRXVUHVXOWGXHWRWKHSRVLWLYH
VLJQLILFDQWHIIHFWVRIFRUUXSWLRQRQ)',WKDWKDYHUHVXOWHGIURPWKLVVWXG\




 ʹͷ
&21&/86,21

7KH SXUSRVH RI WKLV UHVHDUFK ZDV WR VWXG\ WKH HIIHFWV WKDW WKH OHYHO RI FRUUXSWLRQ LQ
$UJHQWLQDKDYHRQLQZDUG)',DQGDQDO\]HLIWKH\KDYHDQ\VLJQLILFDQFHH[SODLQLQJ)',
LQWKLVFRXQWU\ZLWKLQWKHSDVW\HDUV
7KHUHVXOWVRIWKLVVWXG\KDYHHPSKDVL]HGWKDWSHUFHLYHGFRUUXSWLRQLQ$UJHQWLQDGRHVQRW
GHWHU)',GLIIHULQJIURPZKDWDPSOHOLWHUDWXUHRQWKHVXEMHFWVXJJHVWV
2QHRIWKHSRWHQWLDOUHDVRQVWKDWFRXOGEHSXWIRUZDUGLVWKDWLQ$UJHQWLQDGHVSLWHWKH
KLJKOHYHOVRISHUFHLYHGFRUUXSWLRQWKHSRVLWLYHDQGVWDWLVWLFDOO\VLJQLILFDQWFRHIILFLHQW
RIFRUUXSWLRQPLJKWEHGXHWRWKHW\SHDQGVFRSHRI)',WKDWKDVEHHQSUHGRPLQDQWLQWKLV
FRXQWU\ZLWKPXOWLQDWLRQDOVLQYHVWLQJLQVHFWRUVWRH[SORLWWKHDFFHVVLELOLW\WRWKHQDWXUDO
UHVRXUFHV81&7$'
7KLVFRUUHVSRQGV WRYHUWLFDO)',ZLWK ILUPVHQWHULQJ WKHPDUNHW WRH[SRUW WKHRLODQG
PLQHUDOV H[WUDFWHG *LYHQ WKH OLPLWHG DYDLODELOLW\ RI WKHVH UHVRXUFHV PDQ\ ILUPV DUH
DFWXDOO\ ZLOOLQJ WR PDNH XQGHUWKHWDEOH SD\PHQWV WR EH DOORZHG WR RSHUDWH LQ WKH
H[WUDFWLRQRIJRRGVLQWKLVSULPDU\VHFWRUJLYHQWKHODUJHH[SHFWHGSURILWV%MRUYDWQ	
6¡UHLGH
7RKLJKOLJKW WKHFRQFOXVLRQVRI WKLVVWXG\ILUVWO\RXUDQDO\VLVKDVSURYLGHGJURXQGWR
EHOLHYH WKDWSHUFHLYHGFRUUXSWLRQGRHVQRW DIIHFW)',QHJDWLYHO\ LQ$UJHQWLQDGHVSLWH
PXOWLSOHVWXGLHVRQWKHQHJDWLYHHIIHFWVRIFRUUXSWLRQRQLQYHVWPHQW6HFRQGO\WKH(),
KDVQRWSURYHGVWDWLVWLFDOO\VLJQLILFDQWIRUWKLVDQDO\VLVJLYHQWKDWVRPHRIWKHHFRQRPLF
IUHHGRP IDFWRUV H[SORLWHG WR FDOFXODWH WKH (), PLJKW QRW EH UHOHYDQW WR $UJHQWLQD¶V
SDUWLFXODUVLWXDWLRQZKHQGHDOLQJZLWKFRUUXSWLRQDQGLWVHIIHFWRQ)',
7KHUHDUHKRZHYHUVRPHOLPLWDWLRQVLQWKLVVWXG\WKDWVKRXOGQRWEHRYHUORRNHG)LUVWO\
WKHVDPSOHVL]HLVYHU\VPDOOJLYHQWKHDYDLODELOLW\RIWKHGDWDXVHGWRPHDVXUHFRUUXSWLRQ
$QRWKHUOLPLWDWLRQLVWKHIDFWWKDWWKHRULJLQDO&3,PHWKRGRORJ\FKDQJHGEHWZHHQ
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